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Abstract

Since the concept of corporate social responsibility (CSR) was put forward, many
companies globally have achieved environmental, social, and governance (ESG)
disclosure. This article will mainly focus on the 2011-2020 corporate data regression
analysis among Chinese A-share listed companies that meet the sampling conditions，
using return on assets (ROA) and return on equity (ROE) as indicators of corporate
financial performance and use A-share listed company ESG rating data as an indicator
of CSR for analysis. Through the analysis results of the fixed-effects model, for the
same company, increasing the ESG level will lead to a decrease in corporate financial
performance. However, by dividing the ESG rating data into high and low two groups,
the results of multiple regression analysis found that companies with higher ESG
ratings have significantly higher corporate financial performance than companies who
have lower ESG ratings. In addition, since Chinese companies have only begun to
disclose ESG rating data since 2016, this article uses logistic regression to study
whether companies’ disclosure of ESG will impact corporate financial performance.
The regression analysis results show that companies’ disclosure of ESG rating data
positively affects corporate financial performance.

Keywords: Corporate social responsibility, Corporate financial performance,
environmental, social, and governance, CSR, ESG, ROA, ROE, ESG rating, A-share
listed company.
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Introduction

According to Business for Social Responsibility (BSR), the purpose of corporate

social responsibility is to 'achieve business success by respecting moral values，

respecting others and the natural environment.' Whether it is due to the company's

financial performance or the government's promotion, many companies worldwide

have responded to the concept of corporate social responsibility to varying degrees.

'Since 1971, a large number of studies on CSR and corporate financial performance

have been carried out' (Tsoutsoura, 2004), which means that more scholars have

begun to pay attention to the relationship between corporate social responsibility and

corporate financial performance. This kind of trend may even affect shareholders’

decisions.

Through the collection and research of relevant literature, the article found that

most scholars believe that there is a positive correlation between corporate social

responsibility and corporate financial performance. However, studies from other

scholars found the opposite results. In the past few years, most of the researches are

based on foreign companies such as S&P500, NASDAQ listed companies, etc. At the

same time, Chinese scholars rarely conduct research on China's A-share listed

companies and the status quo of the Chinese market. This article will firstly take the

2011-2020 A-share listed companies as a sample, sort out and screen the companies

that meet the research conditions and establish a fixed-effects regression model to
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analyze the relationship between corporate social responsibility and corporate

performance. The model will use ESG rating as an indicator of CSR, and return on

assets (ROA) and return on net assets (ROE) as indicators of corporate financial

performance for regression analysis. Secondly, in order to better predict the

relationship between corporate social responsibility and corporate financial

performance through the regression results of the sample, this paper will further

divide corporate social responsibility ratings into two groups according to their levels,

and perform multiple regression analysis to get the final in conclusion. In addition, in

the process of collecting data, this article found that China only began to propose a

corporate ESG disclosure policy in 2016, which means Chinese companies can

voluntarily disclose ESG rating data since 2016. Therefore, this article will further use

798 companies that have made ESG disclosures in China's A-share listed companies

after 2017 as sample data to analyze whether the policy of corporate disclosure of

ESG ratings impacts the probability of growth in corporate financial performance.
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Literature Review

For the relationship between corporate social responsibility and financial

performance, the literature gives mixed results. The literature studied in this article is

mainly about the relationship between ESG ratings and corporate financial

performance. Among these articles, most scholars’ research results show that ESG

ratings are positively correlated with corporate performance, while some studies

based on corporate cost analysis show that ESP ratings and corporate performance

have a negative correlation. The main contributions of some literature on this subject

are as follows.

1. ESG ratings are positively correlated with corporate financial performance.

Khare (2018) searched and analyzed 132 documents on the relationship between

corporate social responsibility (CSR) and corporate performance, and finally found

that 78% of the publications showed that CSR and corporate financial performance

are positively correlated, and research on CSR is ongoing consider the environmental

dimension. In addition, Friede (2015) studied more than 2,000 articles related to

environmental, social, and governance (ESG) and corporate financial performance

relationships (CFP), and extracted primary and secondary data from previous

academic reviews. About 90% of studies show that the relationship between ESG and

CFP is non-negative.However, without sufficient data to support, conclusions drawn
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only by summarizing the contents of the literature are obviously not convincing, and

the results of the study are likely to be wrong due to the influence of other unrelated

variables.

Other studies, for example, Lee et al. (2016) used OLS and 2SLS inspection

methods to study the impact of environmental responsibility performance on

corporate financial performance using a sample of Korean companies from 2011 to

2012. The research results show that the higher the environmental responsibility

performance, the higher the company’s return on equity (ROE) and return on assets

(ROA). Similarly, Velte (2017) used 2012-2014 environmental, social and corporate

governance performance(ESG) and financial performance data of 412 German listed

companies as research objects, and conducted correlation and regression analysis on

ESP and CFP. The results show that ESG has a positive impact on the return on assets,

and compared with environmental and social indicators, corporate governance

indicators have the greatest impact on financial performance. Atan (2018) et al. used

the complete ESG indicators and financial data of 54 Malaysian listed companies

from 2010 to 2013 as a research sample to perform panel data regression such as

mixed OLS, fixed-effects, and random-effects. The results show that none of the three

types of indicators, environment, society, or corporate governance, alone can affect a

company's profitability and company value, but the combined scores of the three will

have a significant positive impact on the company's weighted average cost of capital

(WACC). In addition, Nollet (2016) et al. used linear relationship analysis based on
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indicators such as return on assets and return on capital, and found that the

governance sub-components in ESG have a U-shaped relationship with return on

assets and return on equity, which means that in the long run, good corporate social

responsibility performance can improve its financial performance. Nollet's research

covers S&P 500 companies from 2007 to 2011, which means the results are relatively

convincing. However, the other two studies are based on the analysis of enterprise

data in a certain country, and their research samples are relatively small. Therefore,

the experimental results may change due to the local market structure or other factors,

making their results unreliable.

Oncioiu (2020) found that in today’s business environment, corporate governance

will have an impact on the company’s financial performance. Therefore, Oncioiu

(2020) uses the Analytic Hierarchy Process (AHP) method to analyze the impact of

environmental, social and governance disclosures on financial transparency, choosing

economic sectors that can ensure sustainable development and transparent financial

reporting as the sample. The model was applied to the most representative economic

sectors in eight countries during the period 2008-2018: 143 companies in finance,

energy and telecommunications services. The results show that ESG disclosure is a

means of communication between the public and stakeholders, which is a tool for

achieving transparency regarding the company's financial performance.

2. ESG ratings are negatively correlated with corporate financial performance.
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The increased costs due to misallocation of resources have led some studies to

conclude that ESG ratings have a negative impact on corporate financial performance.

For example, Duque-Grisales, Eduardo (2019) performed linear regression analysis

using data from the Thomson Reuters Eikon™ database. Data analysis of 104

multinational companies from Brazil, Chile, Colombia, Mexico and Peru between

2011 and 2015 shows that ESG ratings have a significant negative correlation with

their financial performance. In addition, Sanches Garcia, A et al. (2017) selected 365

listed companies from BRIC countries to study the relationship between ESG and

financial performance. The results of linear regression analysis show that the

profitability of corporate assets is only negatively correlated with environmental

indicators, and companies with the best ESG performance tend to have lower profits.

Moreover, Patricia (2015) proposed a unique framework experiment to explore the

impact of ESG disclosure on equity financing (professional investors will disclose the

acquisition of virtual companies in the experiment based on the company’s ESG

disclosure). The results shows that the company’s ESG performance disclosure affects

the company’s investment decisions, and investors’ reactions to bad ESG disclosures

are greater than those to good ESG disclosures. The results of the framework

experiment are worthy of deep consideration, because the results of the experiment

may change due to investors' investment habits.

The above research shows that corporate social responsibility (CSR) and



11

corporate financial performance (CFP) have a significant correlation. However, most

of the current research literature is based on research conducted by foreign companies.

Even if there are researches on ESG and CFP aimed at Chinese companies, they are

all based on foreign ESG rating agencies. Therefore, this article will take the A-share

list companies as a sample, and use regression analysis and correlation analysis to

explore the correlation between corporate social responsibility (CSR) and corporate

financial performance (CFP).
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Methodology

In general, this article will use regression models to measure the relationship

between corporate social responsibility and corporate financial performance. In order

to obtain more accurate results, this article will measure the impact of corporate social

responsibility on corporate financial performance from the individual perspective and

the overall perspective. Therefore, this article will first use a fixed-effects regression

model to analyze the impact of an increase in corporate social responsibility

(increasing in ESG ratings) on a single company. In order to observe from a holistic

perspective whether the level of corporate social responsibility will affect corporate

financial performance, this study uses the ESG rating data of A-share listed

companies from 2011 to 2020. According to the standard (high corporate social

responsibility: ESG rating greater than or equal to BB ; Low corporate social

responsibility: ESG rating less than BB) the raw data will be divided into two groups,

using multiple linear regression model for data analysis. In addition, since China only

began to call on companies to disclose ESG rating data after 2016, this article will use

a logistic model to test whether a company’s ESG disclosure policy will affect the

possibility of changes in corporate financial performance.

Based on the information of literature review, this research will select the information

shown in the following table as variables:

Table1：
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Variable variable name Symbol computational formula

The
dependent
variable

Return on assets ROE Net income/ Shareholders'
equity

Return on equity ROA Net income/ Total Assets
Chang in ROE P_ROE If ROE increases compared

with last year, it is quantified as
1; otherwise, it is 0

Chang in ROA P_ROA If the ROA increased compared
with the previous year, it was
quantified as 1; otherwise, it
was 0

The
independent
variable

Environmental, social,
and governance rating
rate

ESG

ESG2

Based on the Esg evaluation
results of A-share listed
companies:
Quantize C to 1, CC to 2,
CCC is 3, B is 4,
BB is 5, BBB is 6,
A is 7, AA is 8,
AAA quantified to 9
As the ESG rating is multiple
times per year, the average
value of the quantitative results
of the current year is taken as
the proxy variable of corporate
social responsibility

The quantification standard of
Esg2 is that Esg≥5 is quantified
as 1, and Esg≤4 is quantified as
0

Corporate social
responsibility disclosure
policy

CSR Quantified as 0 for 2016 and
before, 1 for 2017 and beyond.

The control
variable

Firm size Size The total assets of the
enterprise are logarithmic

Capital structure Lev Debt-Assets ratio
property Pr State-owned enterprises were

quantified as 1, and
non-state-owned enterprises
were quantified as 0

Year i.year Year
Industry i.ind Industry
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Control variables are selected for the following reasons:

(1) Firm size

Many scholars have concluded that firm size has a certain impact on the

relationship between R&D investment and firm performance, but there is no unified

view so far. According to Orlitzky (2001), ‘Compared with small-scale enterprises,

large-scale enterprises have strong financial support and greater risk tolerance’. He

believed that dispersing funds into different R&D activities can achieve the function of

risk diversification, which is more conducive to the improvement of enterprise

performance. Wu et al. (2017) and other scholars hold the opposite view. They believe

that small-scale enterprises have simple organizational structure and mechanism, fast

information transmission between the upper and lower levels, and have the advantage of

adaptability. These companies may be more efficient or effective in R&D than

large-scale enterprises, thus reflecting higher corporate performance. Based on the

research, although the firm size effects on corporate R&D investment and performance

relationship has not yet formed a consistent conclusion, it does influence to the

relationship between the composition. Therefore, firm size will be included in the study

as control variables in the model, because of China's A-share listed companies total

value is compared commonly big. This article will use the logarithm of total assets to

measure the firm size, which is the way to reduce the absolute value of the data without

changing the relative relationship of the data.

(2) Capital structure



15

Equity and debt are the main sources of enterprise capital. Jing (2017) points out

that when an enterprise is in good operating condition, debt financing has a certain tax

avoidance effect compared with equity financing due to the existence of tax. In this case,

high financial leverage can bring more leverage benefits to the enterprise, so that the

enterprise performs better. However, when the enterprise is in poor operating condition,

debt financing is difficult and the interest rate is high, the risk of high financial leverage

is high, and the enterprise performance is worse. Therefore, the capital structure of

enterprises can affect the performance of enterprises to some extent, which may cause

the deviation of the research. Therefore, this paper takes the capital structure as the

control variable of the research, and the asset-debt ratio as the proxy variable of the

capital structure of enterprises.

（3）property

The property of enterprise refers to the nature of property rights of enterprises. Based

on the actual situation in China, the nature of property rights of Chinese enterprises can

be divided into state-owned enterprises and non-state-owned enterprises. Cai and Tian

(2017) pointed out that Chinese State-Owned enterprises have the goal of maintaining

and increasing the value of state-owned assets and realizing the state's economic

regulation in the operation process. At the same time, with the support of the state and

the government, such enterprises generally attach more importance to the commitment

of social responsibility, so the performance level of Chinese state-owned enterprises is

relatively low. For the non-state-owned enterprises in China, the development of the

non-state-owned listed companies management ultimate goal is to make profits.
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Because the non-state-owned listed companies generally without the support of the

government and the national asset committee, it plays in the development of industry

competition is more intense, its performance will exist a certain differences with

state-owned enterprises. Therefore, in this paper, the property of enterprises is included

into the control variables, and the binomial quantification method is chosen to quantify

the state-owned enterprises as 1, and the non-state-owned enterprises as 0.

(4) Industry and year

The spillover degree of R&D investment in different industries is different, and

enterprises themselves get different benefits from R&D investment. Therefore, different

enterprises' R&D investment and corporate performance will have different influence

relations. Therefore, the industry of the enterprise is included into the control variable in

this paper. Based on the industry classification standard of China Securities Regulatory

Commission in 2012, the industry of the enterprise is included into the control variable

in the form of dummy variables.

Different years will also have an impact on the performance level of enterprises. As

the largest developing country, China's economic development level has been constantly

changing in recent years, and various enterprises will also be constantly changing under

the influence of macro factors in their development. Therefore, in this paper, the year is

included in the control variable, and the year variable is also included in the control

variable in the form of dummy variable.

Model design:

This article first establishes a panel data regression model to analyze the relationship
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between corporate social responsibility and corporate performance:

Roei,t = α0 +α1Esgi,t +α2Sizei,t +α3Levi,t +α4Pri,t + i. year + i. ind + i,t

PS: i,t represents the data of the i-th company in year t, α0 is the intercept, i.year

and i.ind are the year dummy variable and the industry dummy variable, respectively,

which are random disturbances item.

The logistic model is further established to analyze the impact of ESG policy

implementation on corporate performance. The model is as follows:

Ln
p

1 − p
= α0 +α1Esgi,t +α2Sizei,t +α3Levi,t +α4Pri,t

PS: In the formula, p is the change in the rate of return on net assets, and the

remaining variables are the same as those in the previous formula.

Data Collection:

All raw data come from Bloomberg Terminal and the Wind database. This article

selects the 2011-2020 A-share listed company data as sample data, and processes the

data as follows: (1) Excluding st and *st samples, st and *st companies are in

abnormal operating conditions, and the performance level of such companies is

uncomparable to others, so that they are eliminated; (2) Financial industry enterprises

are excluded: The financial industry is a debt-based operation, and their performance

evaluation methods are different from those of other enterprises, so that they are
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eliminated; (3) Samples are eliminated Enterprises with missing data;

When analyzing the impact of corporate social responsibility on corporate

financial performance, since the disclosure of ESG reports started in 2017, this article

uses the data of a-share listed companies that have disclosed ESG data from 2017 to

2020 as sample data for analysis and research. In order to analyze whether companies’

disclosure of ESG rating data will have an impact on corporate financial performance,

this paper will select corporate data from 2011 to 2020 as sample data, and use

logistic regression to determine the final result.



19

Analysis and Findings

Correlation analysis:

Table2：

Roe Roa Esg Size Lev Pr
Roe 1
Roa 0.896*** 1
Esg -0.0280 -0.070*** 1
Size -0.125*** -0.351*** 0.315*** 1
Lev -0.184*** -0.497*** 0.141*** 0.639*** 1
Pr -0.210*** -0.267*** 0.190*** 0.366*** 0.224*** 1

Table3：

P_Roe Csr Size Lev Pr
P_Roe 1
Csr 0.046*** 1
Size -0.035*** 0.080*** 1
Lev -0.038*** -0.034*** 0.502*** 1
Pr -0.043*** -0.089*** 0.371*** 0.294*** 1

Note: * is significant level, * is significant at 10% level, ** is significant at 5% level,

and *** is significant at 1% level.

Table2 shows that ROE has no significant correlation with ESG rating, but ROA

has a significant correlation with ESG rating. Therefore, we will perform regression

analysis on it to obtain more accurate results.

Table3 shows that the correlation coefficient between variable Csr and variable

P_Roe is 0.046, which is significant at the 1% level. Therefore, we will perform the

regression analysis to obtain further results.

Regression analysis:
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Model checking:

Based on Hasuman test to detect the pros and cons of random effects and

fixed-effects models, the results are as follows:

chi2(17) =94.44

Prob>chi2 = 0.0000

It can be seen from the above formula that the significance of the Hausman test

result is 0.000<0.01 and the null hypothesis is rejected at the 1% level. Therefore, the

fixed-effects model is considered to be better than the random-effects model.

Therefore, this article first conducts regression analysis based on the fixed-effects

model, and the results are as follows:

Regression results of the influence of ESG on ROE:

Table4

ROE Coef. Std.Err. t P>|t| 95% Conf. Interval
Esg -0.00715 0.00317 -2.260 0.0240 -0.0134 -0.000944
Size 0.0719 0.00692 10.39 0.000 0.0583 0.0854
Lev -0.205 0.0304 -6.760 0.000 -0.265 -0.146
Pr -0.0614 0.0201 -3.060 0.002 -0.101 -0.0220
Ind. Control
Year Control
cons -1.449 0.181 -8 0 -1.804 -1.093

It can be seen from the above table that the impact coefficient of ESG on ROE is

-0.00715, and the significance is 0.024<0.05, which is significant at the 5% level,

indicating that ESG will have a significant negative impact on ROE. In other words,

each increase in ESG level by 1 unit value, the company’s ROE will drop by about

0.715%.
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Robustness test: Replace the explanatory variable ROE to ROA for robustness

test, and the results are as follows:

Table5

ROA Coef. Std.Err. t P>|t| 95% Conf. Interval
Esg -0.00357 0.00163 -2.190 0.029 -0.00677 -0.000372
Size 0.0331 0.00356 9.280 0.000 0.0261 0.0400
Lev -0.167 0.0156 -10.67 0.000 -0.198 -0.136
Pr -0.0214 0.0103 -2.070 0.038 -0.0416 -0.00114
Ind. control
Year control
cons -0.626 0.0932 -6.720 0 -0.809 -0.443

From the above regression results, it can be seen that the influence coefficient of

ESG on ROA is -0.00357, and the significance is 0.029<0.05, which is more

significant at the 5% level, indicating that ESG will have a significant negative impact

on ROA. In other words, each increase in ESG level by 1 unit value, the company’s

ROAwill drop by about 0.357%.

The impact of high corporate social responsibility (ESG rating higher than or

equal to BB) and low corporate social responsibility (ESG rating lower than BB)

on Return on Equity (ROE):

Table6

ROE Coef. Std.Err. T P>|t| 95% Conf. Interval
Esg2 0.0150 0.00326 4.590 0.000 0.00859 0.0214
Size 0.0415 0.00180 23.09 0.000 0.0379 0.0450
Lev -0.310 0.00693 -44.75 0.000 -0.324 -0.297
Pr -0.0365 0.00556 -6.570 0.000 -0.0474 -0.0256
Ind. Control
Year Control
cons -0.644 0.0464 -13.87 0 -0.734 -0.553



22

From the regression results of Table6, it can be seen that the level of ESG rating

will have a significant positive impact on corporate performance. The impact

coefficient is 0.015 and is significant at the 1% level, indicating that the financial

performance of companies with higher ESG ratings are significant higher than

companies with lower ESG ratings.

The impact of high corporate social responsibility (ESG rating higher than or

equal to BB) and low corporate social responsibility (ESG rating lower than BB)

on Return on Assets (ROA):

Table7

ROA Coef. Std.Err. t P>|t| 95% Conf. Interval
Esg2 0.00931 0.00152 6.120 0 0.00633 0.0123
Size 0.0179 0.000809 22.19 0 0.0164 0.0195
Lev -0.174 0.00311 -55.83 0 -0.180 -0.168
Pr -0.0146 0.00254 -5.740 0 -0.0196 -0.00960
Ind. Control
Year Control
cons -0.251 0.0212 -11.84 0 -0.293 -0.210

From the regression results of table7, it can be seen that the level of ESG rating

will have a significant positive impact on corporate performance, with an impact

coefficient of 0.00931, which is significant at the 1% level. This indicates that the

financial performance of companies with higher ESG ratings are significant higher

than companies with lower ESG ratings.
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Influence of CSR (policy implementation) on P_roe (Performance

improvement) :

Table8

P_roe Odds Ratio Std.Err. t P>|z| 95% Conf. Interval
Csr 1.7721 0.0990 10.24 0.000 1.5883 1.9772
Size 0.9654 0.0116 -2.91 0.004 0.9428 0.9886
Lev 0.8703 0.0638 -1.89 0.058 0.7539 1.0049
Pr 0.9064 0.0272 -3.26 0.001 0.8545 0.9615
Ind. Control
Year Control
Cons 0.8504 0.2354 -0.58 0.559 0.4943 1.4632

It can be seen from the above table that the implementation of corporate social

responsibility policies has an impact coefficient of 1.7721 on the probability of

corporate performance growth, and the significance is 0.000<0.01, which is

significant at the 1% level, indicating that the probability of corporate performance

growth after corporate social responsibility policies is implemented has a significant

improvement, the increase rate is about 177.21%. In other words, after the

implementation of the corporate social responsibility policy, the probability of an

increase in corporate performance has increased by 1.77 times.

Robustness test: In this paper, the robustness test was carried out by substituting

variables, and the change of Return on Equity (P_roe) was replaced by the

change of Return on Assets (P_roa). The results are as follows.

Table9:
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P_roa Odds Ratio Std.Err. t P>|z| 95% Conf. Interval
CSR 1.8395 0.1045 10.72 0.000 1.6455 2.0563
Size 1.0246 0.0125 1.99 0.047 1.0003 1.0495
Lev 0.4149 0.0310 -11.75 0.000 0.3584 0.4805
Pr 0.9912 0.0300 -0.29 0.772 0.9339 1.0519
Ind. control
Year control
Cons 0.3080 0.0860 -4.22 0.000 0.1782 0.5325

It can be seen from the above table that after replacing the variables, the impact

coefficient of the implementation of the social responsibility policy on the change of

corporate performance is 1.8395, and the significance is 0.000<0.01. It is significant

at the 1% level, which also shows that the implementation of the corporate social

responsibility policy has an effect on the growth of corporate performance. The

probability has a significant positive impact, which is consistent with the original

analysis results, indicating that the model in this paper has good robustness and the

results are true and reliable.
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Conclusion

In fact, through the initial correlation analysis, we did not come to the conclusion

that the return on equity (ROE) and the environmental, social and governance (ESG)

rating rate have a significant correlation. However, due to the significant correlation

between the return on assets (ROA) and ESG, we have reason to believe that this

experiment requires further regression analysis to determine the final experimental

results. Therefore, we use a fixed-effects model for further regression analysis. The

results show that for the same company, if there is a increase in ESG rating, the

company's financial performance will decline. The reason for this result may be that

companies have to increase certain costs or consumption in order to obtain a higher

ESG rating, which leads to a decrease in corporate financial performance.

In order to predict the relationship between corporate social responsibility and

corporate financial performance from the whole, this study divides ESG rating data

into two groups (ESG rating greater than or equal to BB indicates high corporate

social responsibility, and ESG rating less than BB indicates low corporate social

responsibility). The final result is obtained through multiple linear regression. The

results show that companies with higher ESG ratings have significantly higher

performance levels than companies with lower ESG ratings, which means that the

higher the sense of corporate social responsibility, the higher the performance level of

the company.

Based on the logistic model analysis results around 2017, after the

implementation of the corporate social responsibility policy, the probability of
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corporate financial performance growth has increased significantly. Therefore, we can

conclude that the implementation of ESG disclosures will contribute to the growth of

corporate financial performance. In other words, the more information a company

discloses on ESG, the more likely its financial performance will grow.

In summary, for the same company, pursuing a higher ESG rating may cause the

company to increase costs or consumption, which will lead to a decrease in the

company's financial performance. However, in the long run, the financial performance

of companies with high corporate social responsibility will be significantly higher

than that of companies with low corporate social responsibility. The reason for this

situation may be that the increase in corporate social responsibility brings some

potential profits to the company, which far exceeds the additional cost required to

improve the ESG rating level. Therefore, the company's net profit will be significantly

improved, and the company's financial performance will also be improved. In addition,

the logistic model analysis results also show that when companies disclose ESG rating

information, their financial performance has improved significantly, which also shows

that corporate social responsibility has a positive impact on corporate financial

performance.
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Limitations and Contributions

The analytical methods used in this article have several limitations, some are

derived from the selection of samples, and some are derived from my research

methods.

First of all, this study only studies the data of companies listed on A-shares from

2011 to 2020. This does not include other companies that also meet the criteria for

social responsibility evaluation. Therefore, our research sample is limited. In addition,

since China does not enforce ESG disclosure, only 798 of the 4,494 Chinese A-share

stocks disclosed only ESG rating data, including some companies that had to be

excluded from the sample. Therefore, the lack of samples selected in this experiment

led to the limitations of the experimental results.

Secondly, China is still in the stage of introducing ESG. Most domestic and

foreign scholars have focused on the introduction of ESG concepts, and there are few

empirical studies on ESG. Therefore, domestic scholars can increase their empirical

research on ESG. In addition, there are currently few domestic ESG rating agencies,

and scholars are focused on foreign ESG rating results for Chinese companies, but

foreign rating data is not applicable to the domestic market environment. Therefore,

our country’s ESG rating agencies need to be based on my country’s actual conditions

and develop a more complete ESG rating system.
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